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Overview of Managing the Nation’s 
Money

- The Importance to Treasury, the Federal Reserve, and to
the economy

- Roles and Responsibilities

- Overview of the Process



Importance to Treasury

- Assure adequate funds are available to make payments

- Minimize interest on borrowings; maximize earnings
on excess cash



Treasury Roles and Responsibilities

Office of Fiscal Projections, Office of the 
Fiscal Assistant Secretary

§Projects daily collections and disbursements up to nine
months  in advance

§Recommends the amount and timing of borrowing from
the public based on securities and funds needed to make

payments



Cash Forecasting Division, Financial 
Management Services

• Provides program support to the Office of the Fiscal 
Assistant Secretary (OFAS) in monitoring, forecasting and 
managing Treasury’s cash and debt position.

• Publishes the Daily Treasury Statement (DTS)

• Maintains and enhances the CashTrack System.



Where’s the Money ?  



• Deposits held at the FRB – NY

• Serves as the U.S. Government’s “checking” 
account. 

• All Federal Government deposits and payments 
flow through the TGA.

• Treasury targets a daily balance of $5 billion.

Treasury General Account



Treasury Tax and Loan Accounts 
(TT&L)

• Deposits held at 993 Financial Institution 

• Serves as the U.S. Government’s interest bearing 
“savings” account.  

• Holds tax receipts and excess cash until needed.

• Allows Treasury to conduct scheduled borrowing 
operations.



Cashflow and Balances  



DTS - Summary of Deposits & Withdrawals
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Treasury Daily Call Actions
April - June 2004
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The Process  



Roles and Responsibilities 

• Congress enacts spending, taxing and borrowing 
authority

• Agencies submit spending plans

• Treasury estimates daily receipts and payments; 
schedules borrowing operations up to 9 months in 
advance



Congress

• The budget process

• Appropriations

• Revenue bills

• Debt ceiling



Federal Program Agencies

• Obtain Appropriations

• Submit Spending Plans
Quarterly SF133s
Weekly updates

• Make payments when due

• Provide Large Dollar Notifications



Large Dollar Notifications
What/When to report:

Disbursements and collections
If $500 million or greater – 5 business days prior.
If $50 million or greater – 2 business days prior.
By 8:30 a.m. day of settlement

Needed from:
Agency certifying/financial officers
Treasury Regional Financial Centers
Non-Treasury disbursing officers
Agencies with delegation of disbursing authority

Where to report:
Cash Forecasting Division
By email, fax, or telephone
Volume I, Treasury Financial Manual, Chapter 2-8500



Daily Conference Call
• Held every banking day at 9:00 a.m.
Includes:

- Treasury - Office of Fiscal Projections
- Treasury – Cash Forecasting Division
- FRB NY – Markets Operations Group

• Decides to invest or withdraw funds from savings 
to achieve the $5 billion target balance for the day

• Takes preliminary action to invest or withdraw 
funds from savings to achieve a $5 billion target 
balance for the next business day



Critical Events for the Conference 
Call

• FRB NY – reports the TGA closing balance by 9:00 p.m.
• FRB’s report yesterday’s actual transactions by 6:30 a.m.
• Lockbox Banks report collections to be deposited today by 

8:15 a.m.
• Treasury RFC’s report ACH payments files sent to FRB by 

6:30 a.m.
• Large Dollar Notification for future payments/collections 

are posted by 8:30 a.m.
• Yesterday’s results are analyzed and forecast updated as 

needed by 8:45 a.m.
• Cash Forecasting Division makes daily proposal by  8:50 

a.m.
• Conference call takes place at 9:00 a.m.



Federal Reserve Account
July 2004
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Managing the Nation’s Money
Part II



What is the “Nation’s Money”?

• Treasury General Account (TGA) - deposits 
of the US Government held at the Federal 
Reserve Bank of NY

• FED Balances - deposits of commercial 
banks and other depository institutions held 
at Federal Reserve Banks

• Money Supply (M1, M2,…) - currency plus 
deposits of individuals and businesses held at 
banks and money market mutual funds 



• Used to satisfy reserve requirements. 

• Used to process and clear financial 
transactions. 

• Affect the level of interest rates in the 
federal funds market.

Why are FED balances important?



• Reserve requirements set by the Federal Reserve to help 
implement monetary policy.

• Equal to about 10% of checking deposits.

• 2002-2003 = about $40 billion

• Satisfied by bank holdings of FED balances and vault cash. 

• Operational: to process and clear financial transactions 
(Clearing Balances)
– fedwire funds and securities
– foreign exchange
– checks
– currency orders

1. FED balances and reserve requirements



• Used to process and clear, $ billions 2003
– currency 585
– checks 15,769
– ACH 16,762
– securities 267,644
– fedwire funds 436,706
– Total 737,466

– Daily average of $2.9 trillion

2. FED balances and financial transactions



3. FED Balances and the
federal funds rate 

• Federal funds rate is the interest rate charged on 
borrowings of  FED balances (typically overnight) 
between banks in the federal funds market.

• The level of FED balances, therefore, has a strong 
influence on trading in the fed funds market and on 
the fed funds rate.

• The Federal Reserve (FOMC) sets a target for the 
federal funds rate (1.25%) and uses open market 
operations to add or drain FED balances to achieve 
that target.



• The fed funds rate affects other money market rates (RPs, T-
bills, commercial paper) and ultimately longer term interest rates 
(T-bonds, corporate securities, bank loans).

• In turn this affects the level of economic activity through 
household and business spending. 

• Thus, one form of the “Nation’s Money” can have an  impact on 
other broader forms of the “Nation’s Money”, such as 
– level of bank deposits 
– value of fixed income investments
– or aggregate economic activity
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FED Balances
Reserve Maintenance Periods: 2002-2003

Reserve Balances

(average $10.7 billion)

Clearing Balances

(average $10.3 billion)

Total FED Balances
(average $21 billion)
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FED Balances and the 
Treasury General Account

• Treasury expenditures add to the level of FED balances, as funds
flow from the Government (TGA) to the private sector.

• Treasury receipts (tax collections, net debt issues) drain FED 
balances, as the private sector funds Government operations.

• Maintaining the TGA at a constant level prevents Government 
transactions from affecting the level of FED balances and the federal 
funds rate.
– establish reserve/clearing account, or a 

correspondent/respondent relationship with the Federal Reserve
– complete several forms



Daily Treasury Conference Call

Federal Reserve Banking System

If estimates are above target

If estimates are below target

TARGET TGA BALANCE
($5 billion)

TAX & LOAN NOTE  
ACCOUNTS

Arrows indicate the flow of funds between the Treasury’s account
at the Federal Reserve and its accounts at commercial banks.

Direct 
Investment

Call
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U.S. Treasury Balances
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Balances at Fed (TGA) (average $5.7 billion)

Balances at Commercial Banks (TT&L Accounts)

(average $15.3  billion)

Total Treasury Balances
(average $21 billion)



Summary  
• Balances held with the Federal Reserve (FED balances) are a 

key element of the “Nation’s Money”.

• FED balances meet reserve requirements, clear financial 
transactions and influence the level of interest rates.

• Open market operations are the primary tool for managing the 
level of FED balances and the federal funds rate.

• Transactions in the TGA affect FED balances.  Thus, the 
Treasury and the Federal Reserve manage the TGA to minimize 
impacts on FED balances and on the Fed’s market operations.


